In this Revisiting the Issues article, Lisa Dubay and Genevieve Kenney of the Urban Institute look more closely at the effects of the changes in the eligibility rules for Medicaid on children's insurance coverage between 1988 and 1993. They examine the extent to which Medicaid is covering the expansion-targeted population, many of whom would have been otherwise uninsured, and also the extent to which increased levels of Medicaid coverage for children merely substituted for employer-sponsored health insurance. They find that, although the Medicaid expansion led to a substantial increase in Medicaid enrollment for children, many uninsured children who are eligible for Medicaid are not being enrolled. With regard to the voluntary substitution of Medicaid coverage for employer-sponsored coverage, the analysis suggests that only 17% of the increase in Medicaid coverage for children between 1988 and 1993 is attributable to this substitution. Estimated rates of substitution are much higher, however, for near-poor children than for poor children. This suggests that further raising Medicaid income eligibility thresholds could substantially reduce the number of uninsured children but only at the price of also reducing the number with employersponsored insurance.
-EML and LSB I n response to declining health status indicators for low-income children and growing disparities in access to health care between the insured and the uninsured, [1] [2] [3] [4] Medicaid coverage for young children was expanded in the late 1980s. Whereas Medicaid eligibility for children had been restricted to categorical eligibility based on eligibility for Aid to Families with Dependent Children (AFDC), new legislation expanded eligibility for children based on income alone, with income cutoffs higher than those specified for AFDC. Congress permitted and eventually mandated states to provide Medicaid coverage for children up to age six in families with incomes up to 133% of the federal poverty level and to children born after September 30 1983, with family incomes up to 100% of poverty. It also gave states the option (starting in 1988) to cover infants with family incomes up to 185% of poverty. 5 The hope was that these expansions would reduce the number of uninsured children and, thus, improve children's health.
Between 1988 and 1993, the number of children receiving Medicaidcovered services grew by 53%. 6 Over the same period, however, employersponsored insurance coverage was declining, 7, 8 and the number of uninsured children remained high (8.7 million in 1993) . 9 This article examines several important questions about the impact of the Medicaid expansion. First, for which groups did Medicaid coverage actually expand? Second, did this expansion merely substitute for privatesector coverage rather than covering children who were previously uninsured? These questions are important because, to the extent that Medicaid fails to enroll the population targeted by the expansions or simply substitutes public for what had been private coverage, the expected, desired health effects may not occur. 10 Two other studies have recently examined the changing insurance status of children using data from the Current Population Survey (CPS). While these studies find similar trends, they differ substantially in their interpretation of the trends. One study, by Newacheck and colleagues, 11 attributes all of the change in Medicaid coverage to secular declines in employer-sponsored coverage; the other study, by Cutler and Gruber, 12 attributes a substantial portion of the change in Medicaid coverage to crowd-out but fails to control adequately for secular declines in employersponsored coverage. 13 This Revisiting the Issues article sheds more light on the issue of crowdout (the voluntary substitution of free health insurance coverage for children under Medicaid for employer-sponsored insurance when the terms of the employer-sponsored coverage have not changed substantially) by explicitly controlling for the secular declines in the offering, financing, and takeup of employer-sponsored insurance using data from the Current Population Survey to track changes between 1988 and 1993. Because these data are cross-sectional and do not follow specific families and children over
Data Sources
The Urban Institute's Transfer Income Model, Version 2 (TRIM2), a well-accepted microsimulation model of tax and transfer programs affecting individuals and families, is used for this analysis. 14 The database underlying TRIM2 is the March Current Population Survey, a nationally representative sample of the U.S. population. Used for this analysis were the 1989 and 1994 versions of the March CPS, which include questions regarding income levels and health insurance coverage for each member of the household in the previous year. In the Winter 1995 issue of The Future of Children, Lewit and Baker used TRIM2 data to analyze health insurance coverage of children under age 18 over the same period. 15 Three weaknesses in the CPS health insurance information deserve note. The first is that the CPS does not ask directly if a person is uninsured. Rather, estimates of the uninsured from the CPS reflect the number of persons who failed to say yes to any of the questions about specific types of health insurance. The second weakness is that, although the survey asks for coverage during the previous year, 16 comparisons with other surveys indicate that some respondents are, in fact, providing information about their current insurance status. 17 Third, the CPS probably underreports program participation, including participation in Medicaid, because CPS participation estimates are considerably lower than the number of participants reflected in program data. Using the TRIM2 edited version of the CPS rather than the CPS itself is important because it mitigates some of these problems by using the CPS health insurance questions to create individual indicators and by correcting for underreporting. In addition, TRIM2 identifies each Medicaid-eligible person and the person's eligibility category, even for persons who do not report Medicaid coverage. 18 
Health Insurance Coverage of Children: 1993
In 1993, some 24% of all children 18 years and under had Medicaid coverage only. Fifty-two percent had employer-sponsored insurance only. An additional 6% had both Medicaid and employer-sponsored coverage, 19 and 13% had no health insurance.
Medicaid coverage of children varies greatly by family income, age, and race. In 1993, Medicaid provided coverage at some point during the year for almost 80% of all poor children and more than 50% of children with incomes from 100% to 133% of poverty. In 1993, Medicaid provided coverage for 45% of all infants and 40% of all children ages one through five. Medicaid played a smaller role for older children, covering 25% of all 6-to 10-year-olds and 19% of all 11-to 18-year-olds in 1993. Finally, 23% of all white children, 54% of all black children, and 31% of all children of other races were covered by the Medicaid program in 1993.
To What Extent Is Medicaid Covering the Expansion Target Population?
Medicaid participation rates (the proportion of eligibles who were enrolled in the program) in 1993 were much higher for the traditionally eligible population (whose eligibility is tied to welfare participation) than for the expansion-eligible population (those eligible based on the higher incomeeligibility cutoffs). The Medicaid participation rate among children whose Medicaid eligibility was tied to welfare participation was 90%. In comparison, the proportion of expansion-eligible children without employer-sponsored coverage who enrolled in Medicaid was 69%. The proportion of expansion-eligible children who report coverage by both employer-sponsored insurance and Medicaid in 1993 was 51%. 19 Whether the lower participation rates for time, it is not possible to be definitive about what caused the changes that were observed over this period. But it is possible to trace the extent to which trends in employment-based coverage for Medicaid-eligible children did or did not mirror trends for the ineligible population, an analysis which provides a preliminary assessment of the likely extent of any crowding out that might have occurred.
the expansion population are the result of lack of knowledge about the new eligibility rules, an unwillingness to enroll in Medicaid, or persisting problems with the Medicaid eligibility determination process is unclear. 20 More than a quarter of the children who remained uninsured all year were eligible for Medicaid, a proportion that varied considerably by age. Forty-five percent of uninsured children five years old and under were eligible for Medicaid, compared with 30% and 15% of uninsured 6-to 10-year-olds and 11-to 18-year-olds, respectively. The lower Medicaid eligibility rates for uninsured older children are not particularly surprising, given the very low income-cutoff levels for AFDC-based Medicaid eligibility and the exclusion of most older children from the higher income-eligibility provisions over the analysis period. 12 
Did the Medicaid Expansions Crowd Out Employer-Sponsored Insurance?
Between 1988 and 1993, the proportion of all children with Medicaid coverage increased by only seven percentage points, and the percentage with both Medicaid coverage and employer-sponsored coverage increased by two percentage points. The proportion with employer-sponsored coverage declined by only nine percentage points. The proportion of uninsured children increased by almost half a percentage point-nearly one million children (see Table 1 ). That these increases in Medicaid coverage occurred along with large declines in employer-sponsored coverage makes it plausible that Medicaid did crowd out some employer-sponsored coverage as has been recently argued by David Cutler and Jonathan Gruber. 12 However, at the same time the Medicaid expansions were being implemented, changes in the employer-sponsored insurance market were occurring. Specifically, the share of premiums being borne by employees was increasing, and employers were reducing their offers for and financing of insurance coverage, especially for dependents. 8 In addition, the period was marked by a recession with an accompanying increase in unemployment and, hence, possible loss of employer-sponsored health insurance coverage. These factors were likely to result in declines in employer-sponsored insurance for children separate from the expansions. Children who lost their employer-sponsored coverage for these reasons either enrolled in Medicaid or became uninsured. In this analysis, the decline in employer-sponsored coverage of children that is attributable to the secular declines in coverage is separated from the decline that is attributable to the expansions, and only the latter is considered to be crowd-out. Once that part of the decline in employersponsored coverage that is the result of factors beyond the secular declines had been identified, total crowd-out effect is estimated. Total crowd-out effect is defined as the percent of the total increase in Medicaid coverage of children, which is the result of the decline in employer-sponsored coverage related to the expansions (in other words, not related to secular declines).
To assess the extent of crowding-out, changes in insurance coverage for poor children (those with family incomes up to 100% of poverty) and near-poor children (those with family incomes from 100% to 133% of poverty), the two groups most affected by the expansions, are examined separately (see Table 2 ). The crowd-out analysis is limited to children under age 11 because these are the children who were affected by the expansions. To control for secular trends in health insurance coverage, the experience of these children is compared with the experience of a group of individuals not affected by the expansionsmen ages 18 to 44. 21 For poor children (those in families with incomes below the federal poverty line), the proportion reporting only Medicaid coverage increased by 10 percentage points and the proportion reporting only employersponsored coverage decreased by more than two percentage points. Thus, the share of poor children who were uninsured fell by almost eight percentage points. This pattern suggests that the expansions resulted in a decline in the number of uninsured children in poverty and that there was little crowding out of employer-sponsored insurance for this group. Given the dramatic drop in the share of these children who were uninsured, the expansions in Medicaid appear to have provided a safety net for children living in poverty.
For near-poor children (those with family incomes from 100% to 133% of the federal poverty line), the trends are different. There was a large (21-percentage-point) decline in children with only employersponsored coverage and a commensurate increase in those with only Medicaid coverage. The share of near-poor children with both Medicaid and employer-sponsored coverage also increased substantially. The share of near-poor children who were uninsured declined by 10 trends suggest not only that Medicaid may, indeed, have crowded out employersponsored coverage for near-poor children, but also that the expansions reduced the share of children in these income and age groups lacking insurance coverage.
Although plausible, the crowding-out hypothesis is not the only possible explanation for the observed trend in private insurance coverage for near-poor children. As mentioned earlier, changes in the private insurance market over the same period-rising premiums and increased cost sharing by employees-could have accounted for reduced private coverage, which would not be considered to be crowding out. To further identify the reasons for reduced employer-sponsored insurance among poor and near-poor children, the trend in insurance coverage for men ages 18 to 44 21 -a group unaffected by the Medicaid expansions-was compared with the trends for children under age 11 in the same income groups (see Figures 1 and 2) .
Between 1988 and 1993, the proportion of men ages 18 to 44 with family incomes under 100% of poverty with employersponsored coverage declined by two percentage points, and the share who were uninsured declined by three percentage points. For men ages 18 to 44 with family incomes between 100% and 133% of poverty, employer-sponsored coverage declined by eight percentage points. The proportion without insurance increased by five percentage points. The larger declines in employersponsored coverage for children relative to men in the same income group suggests that some crowding out of employer-sponsored insurance did occur. But the fact that employer-sponsored coverage for men declined at all suggests that some of the switching from employer-sponsored coverage to Medicaid for children was unrelated to the expansions.
How much of the decline in employersponsored coverage can be attributed to crowding out? To account for changes that were occurring in the provision and takeup of employer-sponsored coverage irrespective of Medicaid changes, controlling for income, it is assumed that the trends for men are predictive of what would have occurred for children in the absence of the expansions. To account for the possibility that some portion of the increase in nearpoor children reporting both Medicaid and employer-sponsored coverage is the result of crowd-out, it is assumed that half of this increase is attributable to the substitution of Medicaid for employer-sponsored coverage (crowd-out) and that half is attributable to other factors.
The total crowd-out effect is estimated in four steps. First, the percentage point decline in employer-sponsored coverage attributable to crowd-out is estimated. To do this the percentage point decline in employersponsored coverage for men is subtracted from the percentage point decline in employer-sponsored coverage of children for each income group (poor and near poor) to control for the secular declines. 22 Second, half of the percentage point increase in children reporting both Medicaid and employersponsored coverage is subtracted to account for crowding out in this group. 23 These calculations produce an estimate of the percentage point decline in employer-sponsored coverage that is attributable to crowd-out. It is estimated that, of the decline in employer-sponsored coverage for the near poor and poor, six percentage points for the near poor and one percentage point for the poor are attributable to crowd-out.
Third, the percentage point decline in employer-sponsored coverage attributable to crowd-out obtained in the first two steps is divided by the percentage point increase in Medicaid, again separately by income group. 24 The third step produces estimates of the proportion of the increase in Medicaid coverage of children attributable to the crowding out of employer-sponsored coverage for the poor and near-poor groups. Based on these calculations, it is estimated that 22% and 15% of the increase in Medicaid coverage for the near poor and poor, respectively, is attributable to crowdout. Finally, an average across the two income groups is estimated using weights equal to the proportion of the increase in Medicaid coverage accounted for by each income group to obtain the total crowd-out estimate. 25 Thus, the total crowd-out effect is defined as the proportion of the increase in Medicaid coverage of children that is attributable to the crowding out of employer-sponsored coverage.
Using this method, it is estimated that 17% of the total increase in Medicaid enrollment, which occurred between 1988 and 1993 for young children with incomes below 133% of poverty, is attributable to the crowding out of employer-sponsored coverage. When it is assumed that all of the increase in those reporting both Medicaid and employer-sponsored coverage is attributable to crowd-out, then an upper bound on the total crowd-out effect is estimated to be 26%. 26
Conclusion
Overall, the take-up rates among children eligible for Medicaid are fairly high, and there is evidence that the Medicaid expansions for children resulted in only a small rate of substitution of Medicaid for private employer-sponsored insurance coverage. The participation rates among children eligible under the expansions who lack employer-sponsored coverage were around 70%. This is significantly lower than participation rates for children eligible for AFDC, however, indicating that more intensive outreach may be needed to further reduce the number of young children lacking insurance coverage.
Only 17% of the increase in the Medicaid coverage of children between 1988 and 1993 is attributable to crowding out. 27 Crowding out is more of an issue for near-poor children than for poor children.
This suggests that raising eligibility thresholds beyond the federal poverty level could significantly reduce the number of children who lack insurance coverage but only at the price of also reducing the number with employer-sponsored coverage.
Together these findings have mixed implications for the impacts of the Medicaid eligibility expansions on children's health. First, while the expansions led to substantial increases in Medicaid enrollment for children, the program is still not reaching a significant portion of the target population. Second, the apparent shift from employersponsored to Medicaid coverage, resulting from both secular declines in and crowding out of employer-sponsored coverage for the near poor, means that 26. This upper bound probably represents an overestimate of the shift in financing because some of these children are moving from Medicaid to employer coverage and some are maintaining both types of coverage for some portion of the year. Clearly, more research is needed to understand the insurance coverage patterns of these children.
27. This crowd-out estimate (and the upper-bound estimate) are less than that reported by Cutler and Gruber (see note no. 12), who estimate the total effect of crowding out for children to be between 31% and 49%. These estimates are not readily comparable because the estimates in this article are based on children under age 11 while those reported by Cutler and Gruber are based on all children. Furthermore, this article focuses on children with incomes below 133% of poverty while Cutler and Gruber examine all income groups. Although there are many differences between the work of Dubay and Kenney and that of Cutler and Gruber, the key difference is that Cutler and Gruber fail to account for the secular decline in employer-sponsored coverage, which causes their estimates to overstate crowd-out. When controls for secular trends are omitted, the resulting estimates are similar to those of Cutler and Gruber. For a more complete discussion of these issues, see note no. 
